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CASE for Helping You ee 
Set up Your Recovery Plan 


“Planning for one’s recovery in a time of economic 
renewal may be as vital as planning for one’s survival ina 
recession’’ — PROFITS’ Editorial, Page 2. 


The Federal Business Development Bank (FBDB) 
coordinates the activities of 1600 independent counsel- 
lors across Canada. They can be retired owners ef smail 
businesses or, pensioned executives from a wide variety 
1 industries and specialties. The program is called 
CASE, Counselling Assistance to Smail Enterprises, and 
some 12,000 assignments have been carried out over the 


years. 


While CASE counsellors are better known as problem- 
solvers or trouble-shooters, it should be stressed that the 
program was not set up solely to help firms in difficulty. 


Given the opportunity, that is if called in before the 
problems arise or, better still, at the planning stage, the 
CASE counsellor will do his best to prevent their 
happening. Hundreds of successful businesses have been 
started with the help of a CASE counsellor. 


Right now, a CASE counsellor could well be just the 
person you need to help you set up a recovery plan that 
will position you to share in any renewed activity. 


The service is available to all Canadian businesses 
with less than 75 full-time employees, at bargain- 
basement prices: $13.25 per hour of the counsellor’s 
time, with a four-hour minimum. The counsellor’s 
travel time and costs are absorbed by the FBDB. There is 
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Economy Watch 


Whither Interest Rates? 


The anticipated level of 
future interest rates affects de- 
cisions on business investment 
and expectations of future 
sales of goods, especially those 
which are sensitive to interest 
rates. Thus, one question that 
is being asked by many people 
in business today is: will inter- 
est rates go up or down? 
Canadian and U.S. 

rates linked 

the graph suggests, 
movements in Canadian inter- 
est rates are tied to those of 
U.S. rates. Canadian rates have 


BANKS’ PRIME LENDING RATE 
CANADA VS. UNITED STATES 


—— CANADA 


Any plan is better than no plan at all — goes the old saw. ----- UNITED STATES 


Yet, because it is so difficult for anyone to stop and look into 
the future, planning is too often put off until tomorrow; but 
tomorrow never comes. 


Many are thought to be lucky, because they were in the right 
place at the right time. In practice, however, it is not only attri- 
butable to the knack of recognizing and grabbing an opportunity re 
quickly, but also carefully planning for such opportunities. 


Why work on a recovery plan? Simply to take stock, shake off 
the rot of the recession and work up a little ambition. A detailed | — ai tamed. tanbalmestconcis: 
plan is a great way of finding out at any time where we stand in re- tent but slight spread over the 


lation to the objective set at the start. U.S. rates since around over the next few months for worse than those of the 
mid-1981. (Reasons for this the following reasons. Ameri- experts. With so many opinions 
relationship were discussed in cans are saving more of their around yours should coincide 
PROFITS$ last year). income and therefore the U.S. withone. 

Since there is no reason to’ deficit could be financed easily Remember that even the re- 
suggest that Canadian interest without putting upward pres- spected Henry Kaufman of 
rates will not continue to sure on interest rates. New York, sometimes referred 
follow U.S. rates over the next In effect, if more money is to as the guru on interest rates, 
few months to a year, one can available for lending, due to was wrong in his prediction last 
assume that events in the U.S. higher savings, then the price year. He was calling for interest 
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Where to start? Why not try to establish what has made the 
business successful — or not — up to now? 


— What goods and services are most in demand? How profitable 
have they been? How large is their market? How appropriate 
will they be to the changing times? 


— What made my business competitive? Price? Quality? 
Service? Location? Attractive advertising? Reliability ? 


A recovery plan should look three years ahead. Too long? No, 
the plan can always be adjusted along the way. It tells owners and 
managers what requirements must be met in terms of financing, 


size of staff, premises and so on. 


A recovery plan can also be the extension of an existing busi- 
ness plan, except that the recovery plan will be directed primarily 
towards making the most of renewed economic activity after a 
period of recession. It will emphasize growth. 


If the economy is on the move again there will be growth 
opportunities. How is growth to be pursued? By adding on new 
lines? By hiring safesmen or increasing advertising? By enlarging 
the premises or moving to a new location? The answers to these 
questions are all elements of a recovery plan. 


Planning for one’s recovery in a time of economic renewal may 
be as vital as planning for one’s survival in a recession. 


Any plan is indeed better than no plan at all — and that’s an 


understatement. 


Government Programs 
Are For You Too 


Do you sometimes feel that government programs are passing 
you by? That you are missing out on something? You may well 


be. 


We hear a lot about government programs, but do we listen? 
Not carefully enough. We usually think that they are for the 


will largely determine the 
future course of interest rates 
in Canada. 

Arguments for a rise 

Those in the ‘“‘interest rates 
will rise’? camp are-basing their 
judgments mainly on the fol-~ 
lowing factors: The huge U.S. 
Government deficit predicted 
for the upcoming fiscal year 
would force interest rates to 
rise again. As the U.S. Govern- 
ment borrows more money to 
finance its deficit, the price of 
that money — interest rates — 
should climb. This upward 
pressure could be added to if 
businesses start investing again 
this year — a clear possibility 
given the recent surge in stock 
market prices. 

Another factor is the U.S. 
Federal Reserve, which has 
been “‘loosening up” its re- 
strictive monetary policy since 
about mid-1982. The effect of 
this action has been the con- 
tinuous decline in interest 
rates since June 1982. It is sus- 
pected that the U.S. Federal 
Reserve might curtail or possi- 
bly reverse its “loosening up”’ 
policies, in which case interest 
rates would increase. 

Some’ forecasters in this 


of that money should not 
increase. (While higher savings 
have this ‘‘good”’ effect, it also 
means less consumer spending 
on goods and services, which 
in turn does not help in getting 
out of the recession.) 

Also, it is argued that busi- 
nesses are not investing due to 
high unused capacity in their 
plants, and so no pressure on 
interest rates could be expected 
from this source — at least not 
in the next few months. 

Another factor is the rela- 
tionship between interest rates 
and inflation. Interest rates 
usually follow inflation rates 
with the former being about 
three to four percentage points 
higher than the latter. Today 
the difference between the two 
rates is about six percentage 
points. Since inflation is 
coming down — the drop in oil 
prices will contribute to this 
trend — interest rates should 
also decline in the next few 
months. 

Anybody’s guess 

These are some of the factors 
behind the speculations on 
interest rates. Where are inter- 
est rates headed? Anyone’s 
judgment would not be much 


rates to rise to the 25-30 per- 
cent range by the end of 1982. 
It never materialized. 

For the record, Mr. Kaufman 
pronounced in January that he 
foresees long term interest 
rates in the U.S. falling below 
10 percent and short term rates 
falling below 7 percent, though 
rates would continue to be 
volatile. There is no reference 
as to when these lower rates 
would materialize. 

As for Canadian interest - 
rates, most of the speculators 
do not foresee a return to the 
high rates of 1981, in the 20 
percent and over range, either 
this year or in 1984. Next year 
is, after all, an election year in 
the U.S. and more often than 
not, any economic levers that 
can be controlled are shifted 
around in a favourable manner 
in the months preceding the 
elections. 

As Mr. Kaufman has pointed 
out, rates over the next few 
months to a year could behave 
in a volatile manner. In Canada 
then, interest rates could move 
in a range of about three per- 
centage points below and 
above today’s rates. 


bigger guy or the smaller guy, never for the right guy — namely camp are also probably just 
you or me. Yet, they very often are. looking at the graph above and 
are postulating that interest 
Another misconception is that government programs are rates are likely at their 
wrapped up in a lot of red tape, that it takes hours to fillout the ap- “‘bottoming-out’’ stage now 
plication forms and ages to see action. Not always. Some of the and therefore would firm up in 
departments, agencies and Crown corporations can move fast — the next few months. 
you'd be amazed. Arguments for a drop 
In the other camp, a decline 
in interest rates is foreseen 
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EXTRAORDINATEUR 
An FBDB Venture Capital Investment 


Up to now PROFIT$ has described in general terms the part 
played by the FBDB in equity financing. But here is a case- 
history of the FBDB in action. We have interviewed for you Mr. 
Yves Dion, President of Extraordinateur Inc., who has agreed 
to tell, from the client’s viewpoint, how it really works. 


PROFIT$: When and how did 
you go into business? 
Dion: I started Extraordinateur 
Inc. in October 1978, at the 
suggestion of some insurance 
brokers who were looking for a 
computerized management 
system. With two orders on the 
books, I left my job as comput- 
er sales manager at Bell Canada 
in Montreal and went to the 
United sStates to buy 
components. I assembled them 
and added the basic software. 
But I couldn’t control the 
quality of the equipment I’d 
imported, and it kept breaking 
down. In frustration, I stopped 
all sales and concentrated on 
designing and producing my 
own microcomputer, with the 
help of a $35,000 federal grant. 
The total cost was $125,000. 
Not only was each new cir- 
cuit board that I designed as a 
replacement for an original one 


compatible with conventional 


equipment, but 99 percent of 
the problems were solved. In- 
stead of maybe five times a 
month, field service became 
necessary less than once a year. 
But because I had to replace 
the original equipment, I put 
off soliciting new clients for 
nine months. 


PROFIT$: Could you tell us 
more about the compatibility 
aspect? 

Dion: We went from 5”’ to 8” 
diskettes, and hard discs are 
now available on all our 
models. They are all compati- 
ble. The software is also com- 
patible with all the models, so 
that, when it’s time to expand, 
clients can add to existing 
equipment instead of having to 
purchase a whole new system, 
as they do when they buy other 
systems on the market. 


PROFITS$: When did you real- 
ize you needed additional 
capital? 

Dion: | decided in 1980 that if 
I was going to get anywhere, I 
needed to devote all my energy 
to designing and producing 
equipment. But selling through 
distributors eats away at profit 
margins. You have to have 
capital to expand. 


PROFITS$: How much of your 
own money have you invested 


since the beginning? 

Dion: I have invested between 
$75,000 and $100,000 directly. 
But if you take into considera- 
tion the fact that I didn’t draw 
much salary for the first three 
years, my investment is actual- 
ly between $125,000 and 
$150,000. I also have a 
partner, Francois Vignola, who 
joined me in December 1980 
with $40,000. 


PROFITS: What brought you 
to the FBDB? 

Dion: Investors tend to be en- 
thusiastic about high technolo- 
gy only until the time comes to 
pull out their chequebook. 
Many an investor has lost his 
shirt. 

By the autumn of 1981, I 
had already been looking for 
capital for a year. The require- 
ments of most potential back- 
ers were unacceptable. Institu- 
tions wanted majority control 


and set conditions that didn’t 
even take my own investment 
into account. Individual back- 
ers wanted $50,000 salaries 
without any expertise. Besides 
that, everybody was referring 
me to the FBDB. 


PROFIT$: What were the 
FBDB’s terms? 

Dion: The FBDB bought from 
the Company treasury 15 per- 
cent of the share capital and 
agreed to a shareholder’s ad- 


vance supported by a promis- 


sory note, for a total of 
$50,000. 

Using a simple formula, the 
agreement allows for the ad- 
justment of the FBDB invest- 
ment to the Company’s actual 


results. 


PROFITS: Is the FBDB invest- 
ment a permanent one? 

Dion: Not at all. Unlike private 
investors, the FBDB its not in- 
terested in stockpiling 


businesses; its involvement is 
temporary. A 


strictly set 
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formula provides for the 
Company, in effect, to buy 
back all shares held by the 
Bank by the end of 1985. 


PROFITS$: But how far can 
you get on $50,000? 

Dion: It may not sound like 
much, but that $50,000 opens 
a lot of doors. Because the in- 
volvement of the FBDB makes 


other investors feel more 
secure, we have obtained the 
following: 


1- A $50,000 investment from 


a Company client; 

2- A $50,000 loan from the 
Quebec Industrial Develop- 
ment Corporation (QIDC), 

3- A substantial increase in our 
line of credit. 

The FBDB’s contribution 
may be small, but it has made 
all the difference by accelerat- 
ing our growth process. 


PROFITS: How would you 
term the FBDB involvement? 

Dion: Discreet and construc- 
tive. For instance, the FBDB is 
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entitled to two seats on our 
board of directors, but has offi- 
cially appointed no one; the 
board doesn’t sit officially or at 
regular dates. Instead, the 
FBDB account executive 
comes to check on our progress 
every month and that suits us 
fine because he makes a useful 
contribution to our discussions. 


PROFITS: Are you satisfied 
with the FBDB’s terms? 

Dion: The terms are 
reasonable. The FBDB’s pro- 
jections were not as optimistic 
as ours; but we have had to go 
along with their conservative 
approach, with the intention of 
renegotiating later. Luckily, 
our forecasts were the ones 
that were achieved. We are al- 
ready thinking about buying 
back our shares from the 
FBDB_ or negotiating more 
financing in November. 


PROFITS$: Could you have 
survived without the FBDB? 
Dion: It wasn’t a question of 
survival; it was a question of 
expansion. 


PROFITS: What is your situa- 
tion now? 

Dion: Our 1982 net profit was 
over $100,000, for a 25 percent 
return on capital. We went 
from a staff of 5 to 23 in 15 
months. 

We built and sold about 25 
systems in 1981; 100 in 1982; 
and we expect to exceed 200 in 
1983. Moreover our higher- 
priced, top of the line multi- 
station systems make up an 
ever-increasing proportion of 
our order-book; which should 
triple our volume of business 


while maintaining profit 
margins. 
PROFIT$: How do you 


market your products? 
Dion: So that we can concen- 
trate on technology, we leave 
marketing to distributors who 
specialize in vertical markets, 
that is to say, who have well- 
defined niches: 


1- Micro Personnel, for insur- 
ance brokers; 


2- Micro Concept, for real es- 
tate; 

3- Micro Integration, for char- 
tered accountants; 

4- Jolidata, for construction; 

5-a new distributor who will 
cover medical and dental 
clinics. 

We even gave Dataforce, a 
Division of the Bell Canada 
Computer Communications 
Group, a contract to service 
our products in all areas served 
by Bell, except within a 
100-km radius of Montreal, 
where we will continue to pro- 
vide service. 

Also, we have stayed out of 
the personal microcomputer 
market, since too much capital 
is required. We prefer to stick 
to computers for small 
businesses, such as the IBM 23. 


PROFITS: Looking at the 
longer term, what has the 
FBDB done for you? 
Dion: With our 
capital, we've been able to 
enter other markets. We re- 
cently met with the directors of 
two European multi-nationals 
who have their eyes on the 
North American market. This 
could mean for us a potential 
contract for the production of 
3,000 small computers over 
the next 18 months. 


increased 
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CASE- 


The Federal Business Devel- 
opment Bank (FBDB) and the 
Co-operative Union of Canada 
(CUC) recently announced an 
expansion of the CASE 
activities. An adjunct to the 
original CASE (Counselling 
Assistance to Small Enterprise) 
was initiated, to be known as 
CASE-C (Counselling — Assis- 
tance to Small Co-operative 
Enterprises) with a specific re- 
sponsibility to provide coun- 
selling help to the co-operative 
organizations. 

In the private business 
sector the CASE services 
provided by the FBDB have 
been known, well utilized and 
appreciated since 1972. A simi- 
lar offer of specific manage- 
ment assistance services is now 
made available by the Bank on 


into different areas 


Gy 


If you want to finance a particular venture, but aren't sure you can satisfy the usual 
ironclad requirements, come in and discuss it with us 

The Federal Business Development Bank doesn't just look at figures. We examine 
your whole project. We loan money based on overall feasibility, To us, competence, 
commitment and potential are as important as fixed assets and hard collateral. And, 
we offer fixed rate as well as floating rate, medium or long term loans 

Whether your business is still just a great idea, or whether it's a long established fact, 
we'd like to help. With interest rates lower than they have been in years, now may be 
a good time to consider modernizing your equipment or expanding your business 


Get in touch with your nearest branch of the FBDB, soon, and be optimistic —we are! 


YOUR FUTURE IS OUR GUARANTEE. 


Federal Business 
Development Bank de développement 


FBDB Extends Counselling Service 
to Cooperative Sector 


an extended basis to the eligi- 
ble co-operative business or- 
ganizations in the whole co- 
operative sector. The CASE-C 
function is intended to enhance 
business operations of co- 
operative organizations and 
assist them in _ identifying 
potential problems and 
opportunities. 

Not a duplication of services 

CASE-C is not set up, nor 
seen, as a duplication of any 
services provided now. On the 
contrary, it is organized to 
complement and supplement, 
in co-operation with the co- 
Operative centrals and provin- 
cial agencies concerned, what 
is available in the assistance 
field now and to reduce their 
work load. Co-operative enter- 
prises without any affiliation to 
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central bodies or involved ir 
activities without particulai 
centrals could be the main fielc 
of the CASE-C activities. 


Retired co-operators 
as counsellors 
The activities of CASE-C ar 
going to be based in large par 
on the involvement of thi 
retired co-operators recruite: 
for counselling duties. 


Importance of the 
co-operative sector 

The co-operative sector has 
an unspoken prominence on 
the Canadian economic and 
social scene. It is represented 
by close to 8,000 individual co- 
Operative business enterprises 
with tens of billions of dollars 
in total business volume and 
assets. 

To a lesser or greater degree, 
the co-operative sector serves 
a variety of needs in purchas- 
ing, marketing, production, 
financial matters, service in- 
dustry and other areas of con- 
cern of some 10 million 
Canadians. For instance, 80 
percent of Canadian grain 
trade is handled by the co- 
Operative sector; 25 percent of 
farm income comes through 
co-operatives; 20 percent of 
housing units in 1980 have 
been built by housing co- 
operatives, etc. 

Its peculiarities 

It is a business sector which 
is different from other business 
sectors by virtue of its own 
structures (primary co- 
Operatives, sectorial, provinc- 
ial, regional and national repre- 
sentatives bodies and 
facilities), its own patterns and 
traditions of operations and a 
philosophy of its own presence 
in the marketplace. Even its 
legal existence is governed by 
special legislation (mainly 
provincial) and by specific, on 
occasion very individualistic, 
internal by-laws. 


The CASE formula 

CASE-C services are provid- 
ed according to the well estab- 
lished CASE procedures and 
on the same conditions that 
have governed the counselling 
assistance provided by the 
FBDB for ten yeers. 

The same counselling fee is 
charged, the same eligibility 
rules apply in regard to the size 
of the co-operative enterprise 
that can be served (no more 
than 75 employees) and the 
maximum length of the assis- 
tance term (75 man days of 
counselling). 


John M. Garland, CASE-C Coordinator, FBDB; Jack Reed, Special 


Projects Coordinator, Co-Op Union of Canada; Aleksandrs Sprudzs, 
Deputy CASE-C Coordinator, FBDB. 


CASE-C service welcome 

Extension of the FBDB 
counselling assistance to the 
co-operative sector is very 
much welcomed by the Co- 
operative Union of Canada and 
provincial, sectorial, and cen- 
tral co-operative bodies. 
During the celebrations of the 
1982 Co-operative Week in 
Canada last fall, Mr. Jack 
Reed, Special Projects Co- 
ordinator for the Co-operative 
Union of Canada, stated that 
‘“‘the Federal Business Devel- 
opment Bank is to be congra- 
tulated for its decision to imple- 
ment this added (CASE-C) 
service. It is now up to co- 
Operatives to make sound use 
of the program’’. 

CUC support 

The support of the CUC and 
the leading organizations of 
the co-operative sector for 
CASE-C is expressed in several 
ways. Among them is the 
valuable publicity provided for 
the CASE-C and CASE pro- 
grams in the co-operative 
newspapers, bulletins, circulars 
and similar publications, as 
well as the provision of lists of 
retired and soon to be retired 
co-operators who might be ap- 
proached as_ prospective 
CASE-C counsellors. 

Enclosure of information 
material on CASE-C in their 
mailings, and suggestions and 
recommendations to use 
CASE-C assistance when 
needed are possibly the most 
direct forms of support to 
CASE-C by the top co- 
operative centrals. 

Provincial agencies 
also pleased 

Similarly, the extension of 
the FBDB counselling services 
to the co-operative sector has 


been well accepted and found a 
very timely and useful move 
by the provincial agencies han- 
dling the co-operative and 
credit union matters on behalf 


- of their governments. 


Lists of prospective counsel- 


lors and help in the publicity — 
drive to inform co-operative 
Organizations, particularly | 
affiliations, ~ 


those. without 
about the expanded FBDB 
counselling, already have been 
received by the CASE-C office 
from a number of these 
agencies. 
Ottawa-based i 

Because the CUC is located 
in Ottawa, the FBDB has .as- 
signed to the CASE Ottawa 
office the responsibility to 
carry out, in co-operation with 
the CUC, the initial organiza- 
tional work of CASE-C. 

Obviously, if the local CASE 
offices are already in a position 
to respond to calls for counsel- 
ing services from co-operative 
organizations in their area, 
they will continue to do so. 

Once the initial, special 
roster of the CASE-C counsel- 
lors is established by the 
Ottawa office, the whole coun- 
selling service organization of 
the FBDB will become in- 
volved in delivery of the ex- 
panded counselling services to 
this new business sector. 


Further information may be 
obtained direct from: 


CASE-C 

Federal Business Development 
Bank, 280 Albert Street, 
Ottawa, Ontario KIP 5G8 
Telephone: (613) 995-5068 


Also from local CASE offices, 
the co-operative centrals, pro- 
vincial agencies and the Co- 
operative Union of Canada. 
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Data Processing and Small Businesses 
No. 6: Word Processing 


This article was written by a 
professional in the field of in- 
formation systems. The first 
draft was dictated quickly, be- 
tween two meetings, and was 
typed on a micro computer spe- 
cially designed for Word Pro- 
cessing (W/P). As can be 
expected, there were many re- 
visions to this document; each 
one was typed and printed in 
less than 10 minutes. 

The W/P machine used by 
the author and his secretary 
consists of a central processing 
unit, a memory device, one 
screen, a keyboard and one 
printer. The equipment also in- 
cludes a telecommunications 
module and, by using this 
facility, the original text was 
routed to the Bank’s Head 
Office. 

Transmission 

Transmission by telephone 
line is quick, efficient and costs 
much less than ordinary voice 
communications. The direct 
cost of transmitting this text 
(approximately 3 pages) would 
be as follows: - $1.00 
(Vancouver — Montreal), 


$0.70 (Toronto — Montreal). _ 


; Revision 

Upon arrival at Head Office, 
the text was read into another 
micro computer similar to the 
first one. It was printed out 
again (45 characters per 
second, or one page per 
minute) for submission to the 
editor of PROFITS. 

In turn, other improvements 
were incorporated into the 
material and a secretary made 
the necessary corrections (and 
only the corrections) to the 
original text residing in 
memory. This new operation, 
in total, took less than one 
hour. 

Translation 
The article, in its written 
form, was then delivered to the 
_ Translation Department where 
a similar process was repeated. 
However, the _ translator 
worked directly on the screen 
of another W/P machine. In 
this manner, he drafted and 
corrected his translation, on- 


line. 
Photocomposition 


Finally, the English and 
French versions were forward- 
ed, on magnetic diskettes (thin 
black plastic squares with sides 
of about 20cm), to the graphics 
department where a 
technician, using a fourth W/P 
machine, identical to the 
others, inserted the codes re- 
quired by the photocomposi- 


tion equipment. 

After a few minutes this 
machine, directly connected to 
the word processor, was started 
and produced the necessary 
galleys for the printer. 

Affordable for SMBs 

Except for a few details, this 
article was drafted and pro- 
duced in just this fashion. Ob- 
viously the equipment utilized 
is a little more sophisticated 
than that usually found in 
small and medium sized busi- 
nesses (SMB). 

_However, the functions de- 
scribed (memory, 
communication, etc.) are 
available on most of the W/P 
machines on the market with 
prices varying between 
$10,000 and $25,000. Most of 
these are therefore quite af- 
fordable for SMBs. 

Specialized micro computers 

Essentially, W/P machines 
are micro computers with spe- 
cialized circuits, operating 
systems, and software (see 
preceding articles of this 
series) which are designed to 
manipulate text instead of data 
as the ordinary computers do 
for technical or accounting 
purposes. 

True, the micro computers 
also have word processing capa- 
bilities but, in general, these 
are not as flexible, efficient 
and ‘‘user friendly’ as the 
equivalent systems available 
on dedicated W/P machines. 
The training of personnel on 
W/P equipment is relatively 
easier and shorter (1 to 3 
weeks). 

A W/P machine is basically 
comprised of: 

a) A keyboard, similar to that 
of an ordinary typewriter; 

b) A cathode-ray tube (CRT) 
or screen, which shows the 
letter activated on the key- 
board as well as other texts 
and data residing in 
memory (if called to appear 
on the screen); 

c) A memory, which uses dif- 
ferent media such as dis- 
kettes (various sizes and 
density) or hard disks with 
greater capacity; 

d) A central processing unit, 
which is the brain of the 
machine; 

e) A printer, which is available 
with various devices, 
technologies, (daisy wheel, 
matrix, etc.) and a wide 
range of speeds. 

Time savers 

The W/P machine can 

reduce the time involved in 


producing and correcting texts, 
correspondence, etc., by elim- 
inating all useless repetition of 
effort by the author and admin- 
istrative personnel. The 
finished product is always of a 
better quality and this helps in 
improving the image of a firm. 
The W/P machine can also 
help in improving the quality, 
timeliness, etc., of manage- 
ment information because of 
its capability, sometimes 
appreciable, to perform data 
processing functions. 


Advantages 
The main advantages of 
these W/P systems are: 

a) On-the-spot capture of the 
text in memory; 

b) The capability of correcting 
this text instantly; 

c) The capability of storing the 
text for future use and/or 
modification; 

d) The capability of combining 
various texts (or standard 
paragraphs, sometimes 
called ‘‘boiler plates’’) and 
assembling these to produce 
documents adapted to each 
situation (e.g., circular 
letters); 

e) The capability of personaliz- 
ing all communications 
(each text is an original); 

f) The capability of printing at 
high speed; 


The following titles may be 
borrowed from the Small Busi- 
ness Library of your local 
FBDB branch office. 

Doing business in Canada: 
forms of business 
organization. — Ottawa: 
Department of Industry, Trade 
and Commerce, 1978. 
Information in this booklet 
deals with federal, provincial 
and territorial legislation affect- 
ing the form and commence- 
ment of business in this 
country. It is intended as a 
guide in this field of legislation 
and, as such, refers only to the 
basic principles involved. Sub- 
jects) covered» are. sole 
proprietorship, partnership, in- 
corporation under federal law 
and under provincial law. 


Pointers to profit. — Royal 
Bank. Your business matters; 
no. 2, 1976. 


This booklet is written with the 
new business owner in mind. It 
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g) The possibility of integrating 
the W/P technology with 
other technologies such as 
data processing (main 
frames), micro computers 
(VISICALC), telecommuni- 
cations (electronic mail), 
photocomposition, etc. 

SMB applications 

The W/P machines are 
somewhat specialized equip- 
ment but some applications are 
particularly interesting for cer- 
tain types of SMBs such as pro- 
fessional offices, consultants, 
marketing and public relations 
firms, etc. 

The large companies and 
governments are substantial 
consumers of W/P machines 
and they sometimes acquire 
more powerful equipment 


raises questions and offers sug- 
gestions on a variety of subjects 
such as inventory, deferred 
expenses, pricing and loans. 
The object of the booklet is to 
quickly identify problem areas, 
pointing out some of the risks 
and dangers involved, and to 
describe briefly some of the 
factors which must be consid- 
ered in searching for solutions 
to these. 

Public relations for small 
business: What it is and why 
you need it. — Toronto: 
Macmillan, 1979. 

This book takes the mystery 
out of public relations and 
proves that PR isn’t just for big 
business — it is one of the 
most effective and least costly 
tools available to small 
business. It explains the func- 
tion of a PR program in simple 
business language and provides 
a guide for the busy proprietor 
or manager in appplying the 
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closely linked with each other 
“in clusters’’. However, SMBs 
can benefit from W/P technol- 
ogy by purchasing stand-alone 
machines (single screen) at a 
lower cost. 


W/P or DP? 

The business which is cur- 
rently planning to automate its 
office work as well as its busi- 
ness information will have to 
make a choice between a W/P 
machine (with some DP) or a 
micro computer (with some 
W/P). Both solutions have 
some advantages, depending 
on situations. The needs analy- 
sis as well as a good 
cost/benefit analysis will show 
which is more profitable to the 
individual SMB. 


process effectively. 


Small store planning for 
growth.— Washington, DC: 
Small Business 


Administration, 1977. 

When a store grows beyond a 
certain volume of business and 
number of employees, it enters 
a critical phase. The owner 
must become a manager of 
work rather than simply a doer 
of it. If an owner fails to make 
the transition, he or she is apt 
to lose out entirely to more 
vigorous and alert 
competition. This booklet dis- 
cusses the nature of growth 
and the management skills 
needed in realizing it. Topics 
covered include planning, 
expansion, financing and 
merchandising. There are also 
checklists for increasing 
transactions, gross margin, and 
for interior arrangement and 
display. 
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Your First Million? Easy Does It! 


In a book titled ‘‘Getting 
Rich Your Own Way’’, a psy- 
chologist reports on her study 
of 1 000 individuals she picked 
at random in their early twen- 
ties and whose careers she fol- 
lowed for two decades. She 
wanted to see who would 
become millionaires and how 
they did it. 

The results were astounding. 
Out of the group, 84 became 
millionaires, although some 
made a million and lost it, a 
few of them several times. Out 
of the 84, none of them set out 
to make money. 


While many of the | 000 spe- 
cifically set out to make a 
million, usually by playing the 
stock market or some get- 
rich-quick scheme, none of 
them even got close! The one 
common characteristic of 
those who did become mil- 
lionaires was that they did pro- 
fessionally what they enjoyed 
doing, they became very good 
at it and made their money 
incidentally. 

Another key feature of those 
who made and kept their mil- 
lions was that they were “‘low 
rollers’’, i.e., they accumulated 


wealth and did not take risks. 
They made their money from 
what they did, not from invest- 
ing as such. 

Investing played a big part 
after they made their first mil- 
lion or two, at which point the 
size of the capital demanded 
more attention, and many of 
them turned to investing as a 
major activity. Only then were 
they successful in parlaying 
their fortune into a bigger for- 
tune through that route. 

(Source: Dow Theory 
Eetters, ince. v2! O = boxeNo9s 
La Jolla, Ca. 92038) 


Japanese Small 


Business Leads 


INDEPENDENT BUSINESS | 


A special 
feature by 
Douglas 
Lajeunesse 


Rapid advances in informa- 
tion processing technology, 
coupled with drastic cost reduc- 
tions in recent years, have 
made computer processing 
technology a viable tool for a 
new class of users, individuals 
and organizations alike. Micro 


in Computerization 


Computerization in small 
and medium enterprises has 
been spreading rapidly in 
Japan. The 1982 Japanese 
white paper on small business 
showed that the rate of growth 
has been particularly high in 
the past two or three years. A 
total of 32 percent of all small 
and medium enterprises were 
using computers for their 
office work. 

The greater computerization 
has been due to the increase of 
office work loads, the resulting 
increased needs for efficient 
processing, as well as the ap- 
pearance of specialized office 


computer systems, in computers and advances in 
particular, are now available electronic technology. 

for a minimum financial The activities that have been 
investment. computerized in Japan are 

in Halifax 

The International Council South Africa, the Philippines 
for Small Business (whose andthe United States. 
President is currently FBDB’s The conference location is 
Robert Bilodeau, Director, Saint Mary’s University and 


Marketing, Public Affairs) is 
holding its Second World Con- 
ference in Halifax, June 26-29, 
1983. Papers will be delivered 
on a variety of topics by busi- 
ness leaders from several coun- 
tries including Australia, the 
United Kingdom, Taiwan, 


registration if paid before April 
30th, 1983, is $195.00 Cdn. 
(after May Ist, $225,00 Cdn.). 
Further information is availa- 
ble from John Chamard, 
General Chairman, Saint 
Mary’s University. Telephone: 
902-429-9780. 


principally: sales control 87 
percent, inventory control 66 
percent, and finance and ac- 
counting 50 percent. 

Most companies indicated 
they had found the utilization 
of computers effective in in- 
creasing office processing 
capacity, facilitating the 
management of sales, inven- 
tory control and in other infor- 
mation areas. Many companies 
also indicated that they were ef- 
fective in reducing overtime 
and otherwise rationalizing 
labour management and help- 
ing to improve their image. 

Small business operators rep- 
resent perhaps the largest 
group of potential users of in- 
formation processing. Acquir- 
ing the systems can be an im- 
portant step in improving busi- 
ness operations. 

However, certain risks are 
involved. In recognition of 
these, managers should plan 
their acquisitions and applica- 
tions carefully. It is essential 
that required support be 
provided in both the form and 
time frame in which it is 
needed. 

Management problems must 
also be overcome, as the instal- 
lation of computing capabilities 
is not a substitute for good 
management. When handled 
correctly, however, a move to 
computers can further enhance 
the efficiency of a well run 
enterprise. 

Difficulties = opportunities 

In conclusion, the problems 
of managing a small business 
in today’s environment are 
substantial; however, many of 
these difficulties can be turned 
into opportunities. Innovative 
entrepreneurs will use these 
difficult periods to seize oppor- 
tunities to improve the efficien- 
cy of their operations, to plan 
and to adapt themselves to the 
future. 


FBDB Management Seminars 


Two new seminars are now 
available: 


‘‘Motivating Your Personnel’’ 
This seminar lasts for three 
hours and it is hoped that by 
the end of it, you will: 

— understand what motivates 
personnel; 

— know what areas to concen- 
trate on; 

— be able to draw up an action 
plan to motivate yourself 
and your personnel better. 

‘“‘A Computer: Is It The 

Answer?’’ 

By the end of the three-hour 

seminar you will be able to: 


— assess your company’s data 
processing needs; 

— draw up a plan to help you 
decide when and what to 
invest, in order to introduce 
computers into your 


company. 
For more information on 
these and other FBDB> 


seminars, contact the Manage-_ 
ment Services Officer at your 
nearest branch office. 

The FBDB calendar of activi- 
ties and the addresses of your 
local branch offices can be 
found in the regional section of 
PROFITS. 


FBDB Joint Seminars 


Joint seminars are still going 
on! 


Many associations have ap- 
proached the Bank to suggest 
joint seminars. Several projects 
are under way. 


“Exporting Your Product’’ 
is being developed in coopera- 
tion with the Canadian Export 
Association. This Canada wide 
seminar should be available in 
June 1983. 


Quebec 

“How To Increase Your 
Profits’’, a seminar given in 
cooperation with the Quebec 
Professional 
Cleaners and Launderers, is 
available and sessions have al- 
ready been held in Quebec 
City, Trois Riviéres, Sher- 
brooke and Montreal. Two 
other proposals are under 
study. 


Association of 


Ontario 
“*‘Advertising and 
Promotion’’, which was devel- 
oped at the request of the Onta- 
rio Electrical League, is now 
‘eady. 


Prairies 
**Cash Flow’’, which was de- 
veloped in cooperation with 
VIP Stores Ltd., a purchasing 
consortium for the furniture 
trade, is now available. 


For more information on the 


joint seminar program, contact: 


Supervisor, Program Develop- 
ment 

Joint Seminars 

Management Services 

Federal Business Development 
Bank 
360 St. 
1600 
Montreal, Quebec 
H2Y 1P5 


James Street, Suite 


el 
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message of the 


Vice-President 


It is heartening to see that 
many forecasters think the cur- 
rent recession is ‘‘over’’ or 


more correctly, that it has 
“bottomed out’’. 
The latter term is more 


correct, firstly because that is 
what the economists have said 
— whereas the headline writers 
used the former term — and 
secondly because there could 
be a time lapse of up to six 
months from the ‘‘bottom’’ 
until significant improvement 
is felt throughout our 
economy. 


The bottom of this recession 
has been so deep that it will be 
some time before confidence is 
fully restored, especially in 


view of the remaining high 
unemployment 


level in’ the 


province. 


Don’t save on 
financial information 

What this means to the busi- 
ness owner is that he or she 
must continue to carefully 
manage the cash flow of the 
business over the next year. To 
do this, one should not econo- 
mize on the maintenance of 
accurate financial information 
even though this might seem 
an attractive area for ‘‘cost 
saving’’. 


Plan carefully 

At the risk of being 
repetitive, it must be empha- 
sized that careful planning is 
essential if the business is to 
benefit from the coming recov- 
ery period. I like the following 
analogy to explain financial 
planning: 


“You should think of your 
small business as a journey 
into an unknown area. Finan- 
cial planning is your itinerary. 
It is your mile by mile guide to 
your anticipated destination. It 
lets you prepare for detours, 
and anticipates rough roads 
and tough going. It allows you 
to know where you should be 


at various times along the way 


and to plan your 
accordingly”’. 


supplies 


Innovation 83 

I had the privilege recently 
of attending a conference on 
“high technology productivi- 
ty” and taking a guided tour 
through the future operations 
of a mythical company called 
“Innovation Inc’’. The tour 
covered four distinct theme 
areas “the office of the 
future’’, ‘“‘the new product de- 
velopment department’’, ‘“‘the 
high tech shop floor” and final- 
ly “the living environment of 
tommorrow’’. 


The conference and show, 
called “‘Innovation °83’’, was 
organized by the National 
Design Council and the federal 
department of Industry, Trade 
and Commerce. Both the con- 
ference and show were very 
well attended and were highly 
worthwhile in my opinion. 


“*Adapt or perish’”’ 

I think the subject is impor- 
tant to all businesses in our 
province and territory, because 
the basic message was that we 
must “‘adapt or perish’’. We 
have been hearing about the 
computer age (and high 
technology) for a number of 
years, but as a number of 
speakers have pointed out 
“the talking about it is over, 
and the time to enter the 
computer age is now’’. 


The Computer Revolution 

It has been said that by the 
end of the 1980s very few 
Canadian businesses which 
have not taken advantage of 
the “‘Computer Revolution” 
will still be in business. Perhaps 
this is overly dramatic but it 
does illustrate the urgency of 
finding out about the various 
forms of technology which are 
available to help us improve 
the productivity in each of our 
businesses. 


G. B. Ross 
Vice-President and 
Regional General Manager 


A Company Profile — 
Vortek Industries Ltd. 


Vortek Industries Ltd. is a 
small Vancouver company star- 
ted by four University of British 
Columbia physicists in 1976. 
They have developed a compu- 
ter controlled are lamp which is 
about five times more powerful 
than anything on the market. 
To put it in perspective, the 
light produced is roughly equi- 
valent to 4,000 one hundred 
watt bulbs. 


The light is developed by an 
8 inch plasma are encapsulated 
in a water cooled quartz tube. 
A spiralling “‘water wall’’ is in- 
jected between the plasma 
column and the quartz enve- 
lope. The rapidly swirling 
water coats the inside surface 
of the tube to keep it cool and 
clean. 


The lamp is now ready for 
commercial exploitation after 
some 5 years have been spent 
perfecting the technology. 
Commercial uses for the lamp 
are evolving in four areas: 


a. As the world’s most advan- 
ced solar simulator with 
sales made to NRC and for 
Italian national solar testing 
laboratory. 


b. Eaton Semiconductor of 
Boston are marketing the 
lamp as an annealing furnace 
used in the manufacture of 
silicon semiconductor chips. 


c. Interest has been shown in 
using the lamp as the light 
source for very powerful 
lasers. 

d. The lamp will also be used as 
a lighting source for large 
areas which are difficult to il- 
luminate by conventional 
means. A demonstration 
project is scheduled for next 
winter at a dry land log sor- 
ting yard at the north end of 
Vancouver Island. 


Vortek could become one of 
Canada’s exciting high techno- 
logy companies in the years 
ahead. The FBDB is a minority 
shareholder in Vortek with our 
initial involvement beginning 
in 1977. 
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Advisory group 
offers guidelines 
for advertisers 


Advertising may be one of the least 
understood expenses in business 
today. It is virtually impossible to 
measure its total impact on either a 
product’s success or a company’s. 
The advertising budget always appears 
to have the most fat when manage- 
ment sharpens their pencils at budget 
review time. But can _ businesses 
afford to cut advertising? Judicious 
trimming here and there may be 
warranted, but business owners 
should be cautious of completely elim- 
inating an ongoing campaign. Few 
businesses can afford to have products 
or services disappear from the 
consumers’ minds while waiting for 
economic recovery. 


Advertising Advisory Board 


Recently the NEWS interviewed 
Suzanne Keeler, Director, Public 
Affairs, of the Advertising Advisory 
Board of the Canadian Advertising 
Foundation. In response to corporate 
cutbacks in advertising, she quoted 
some findings of the Laboratory of 


Advertising Performance published 
by McGraw Hill Research: 
‘Industrial companies that main- 
tained or increased their advertising 
expenditure during the 1974-1975 re- 
cession enjoyed higher sales growth 
than those that cut advertising.’ This 
trend continued for the following 
three years as well. 


Although today’s recession is far 
more severe than the one of 74-75, 


Mrs. Keeler is convinced that the 
same corollary will apply at the end of 
this downturn. ‘‘All businesses, espe- 
cially small and medium sized ones, 
must keep their name in front of their 
customers,’’ she says. 


The Canadian Advertising Founda- 
tion practices what it preaches. ‘“We 
have launched campaigns on behalf of 
the advertising community to increase 
consumer awareness on the impor- 
tance of advertising and to encourage 
advertisers to continue their publicity 
and promotion.” 


This campaign was an initiative of 
the Advertising Advisory Board, 
which is responsible for a variety of 
programs designed to promote a 
better understanding of advertising 
and respond to issues affecting the 
entire industry. The other arm of the 
Foundation, the Advertising Stan- 
dards Council, is responsible for 
monitoring advertising practices and 
creating guidelines for the industry. 


Avoiding stereotypes 


The Advertising Advisory Board 
prepares submissions and _ interacts 
with governments on behalf of the ad- 
vertising industry. ‘“‘One of our major 
activities over the last couple of years 
has been our contribution to the 
‘Task Force on Sex-Role Stereotyping 
in the Broadcast Media.’ The report of 
the Task Force made recommenda- 
tions to both industry and 
government. As part of the industry 
response, the Advertising Advisory 
Board agreed to set up a special Ad- 
visory Committee on Sex-Role 
Stereotyping. The Committee’s man- 
date is divided into three main areas: 


1) conduct an ongoing information 
program to sensitize industry asso- 
ciations and groups to the 
situation. 

2) supervise public attitude research 
on sex-role stereotyping. 

3) monitor complaints from the 
public and encourage advertisers 
and agencies to seek advice on any 
creative concepts that they feel 
may conflict with the guidelines of 
the Task Force report. 


‘“‘Many small advertisers aren’t 
aware of how certain representations 
can! be viewedmvas siex=role 
stereotypes,’ says Keeler. “‘No ad- 
vertiser sets out to purposely offend 
anyone, so the guidelines should be in 
the self-interest of all concerned. If a 
small business was concerned about 
its advertising in this regard, we could 
review the material and offer our opin- 
ion and suggestions. The guidelines 
established by the Task Force will be 
in place until the fall of 1984 when a 
review is scheduled.” 


Avoiding sex-role stereotypes is 
only one of several keys to a successful 
advertising campaign. The Advertis- 
ing Standards Council administers a 


Code of Advertising Standards which 
has been established to maintain 
honesty, truth, accuracy, and fairness 
in the marketplace. 


Sources of information 


A brochure is available explaining 
the Code of Standards in detail. 
““Many small and medium-sized busi- 
nesses that handle their own advertis- 
ing would probably find this brochure 
very informative. But a small business 
that does a fair amount of 
advertising,’ says Keeler, ‘should 
consider hiring the services of a 
professional.’’ Professionals can sug- 
gest alternatives that may have never 
been considered. Different media and 
approaches achieve different results, 
and by discussing objectives with an 
expert, the independent owner/ 
manager may be able to develop a 
more effective and cost-efficient ad- 
vertising program. Also, there are 
numerous other sources of informa- 
tion and advice for the smaller 
advertiser. 


“‘Community newspapers are sadly 
overlooked as an excellent advertising 
vehicle by both local businesses and 
national advertisers. The Canadian 
Community Newspaper Association 
can offer assistance to advertisers 
wishing to undertake a large 
campaign. Local newspapers and 
printing shops often offer in-house 
graphic services for smaller clients, 
and many advertising agencies special- 
ize in servicing small accounts.”’ 


Seek the advice of others when 
planning your publicity and 
promotion, and always listen to your 
customers’ complaints and 
compliments. Your advertising cam- 
paign is an extension of you and your 
business; it’s important to spend your 
money wisely. 


If you would like your own copy of 
the Canadian Code of Advertising Stan- 
dards or more information about the 
services of the Canadian Advertising 
Foundation, contact the following: 


Advertising Advisory Board 
Suite 305 

1240 Bay Street 

Toronto, Ontario 

MSR 2A7 


“Shrinkage controls improve profitability,” says CASE counsellor 


Shrinkage, in very simple terms, is 
the difference between your actual in- 
ventory and your book inventory. 
The Retail Council of Canada, in a 
1982 Shrinkage Survey of Canadian 
Retailers, refers to it as “‘the mysterious 
disappearance of merchandise or 
cash.’’ Shrinkage can be a result of 
poor record-keeping and _ sloppy 
management practices, but the pri- 
mary sources of shrinkage for retailers 
are shoplifting and internal theft. 


Shrinkage is a significant factor for 
today’s business owner. Shrinkage in 
retail stores approaches 2 percent of 
sales, depending on the type of 
business. But that cost of 2 percent 
generally leads to other costs such as 
increased security, special training for 


Canada 


employees, and longer hours for the 
owner. Controlling shrinkage can 
make the difference between a mar- 
ginal business and a successful one. 


The NEWS interviewed two former 
retailers who are now working with 


the Bank’s CASE program 
(Counselling Assistance to Small 
Enterprises). Co-ordinator Harry 


Martin (North Vancouver) and coun- 
sellor Harley Henry (Vancouver) 
have extensive experience in all as- 
pects of the retailing business. 


“‘Unfortunately, you can’t eliminate 
shrinkage,’ says Harley Henry, who 
owned a chain of ladies-wear stores 
and who was a retailer for 45 years. 
“It must be built into your budget as a 
cost like everything else. Obviously, 


reducing it is to your advantage; but, 
the smart business owner will always 
include it in the forecast because 
shrinkage will inevitably occur due to 
human error, and some goods are 
prone to natural shrinkage, such as 
yard goods.” 


Although employee training will 
help reduce the element of human 
error, it can never be totally 
eliminated. ‘‘Paying duplicate  in- 
voices and pricing stock incorrectly 
are common mistakes,’’ says Harry 
Martin, who held numerous positions 
in a major retail chain. ‘Delivery 
shortages are also a common shrink- 
age area that can only be controlled 
through tighter receiving practices. 
When receiving goods, the quantity 
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received must be checked and then 
verified with the requisition. Cash 
should never be used for major trans- 
actions and all invoices should go 
through to another person who must 
authorize payment,”’ cautions Martin. 
“This eliminates the possibility of 
one employee having complete con- 
trol over a transaction. 


“If your company does a lot of ship- 
ping it is important to ensure that the 
correct quantities are shipped and that 
goods around the shipping dock are 
strictly controlled.’’ Mysterious disap- 
pearances of merchandise or shipping 
more than what was ordered can have 
a severe effect on your gross profit. 


continued on SBN 2 
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Attributing shrinkage to a specific 
area is often a difficult task. Most busi- 
ness owners would prefer to think 
that their staff was basically honest, 
therefore, they tend to attribute mer- 
chandise losses to shoplifting rather 
than consider internal theft. 


Shoplifting theft depends a great 
deal upon the nature of merchandise 
carried by the store. For example, the 
Retail Council’s study indicated that 
shoe stores experienced very low 
shrinkage while pharmacies’ statistics 
were very high. ‘“‘The product’s 
portability, desirability, and value are 
key factors in its appeal to 
shoplifters,’’ says Martin. “‘The 
recent trend towards self-service has 
led to increased opportunities for 
shoplifters as well. Floor control by 
employees is reduced as customers 
are encouraged to select and compare 
products on their own.” 


Shoplifting deterrents 


The best deterrent to shoplifters is 
an alert staff and a well-designed floor 
plan. Shopping mall stores with wide- 
open store fronts and busy pedestrian 
traffic are perhaps the most difficult to 
watch. Train your staff on what to 
look for and keep them attentive to 
customers’ needs without making the 
customers’ uncomfortable. Genuine 
customers will thank you for the 
courteous attention, while potential 
shoplifters will feel they are being 
watched and will quickly leave the 
store. 


‘Talking with other store owners is 
often the best way to _ identify 
shoplifters,’? says Henry. “‘A profes- 
sional shoplifter will not pick on one 
store alone, so if you think a shoplifter 
has been in your store, then tell your 
neighbour.” 


’ 


“‘There are two types of shoplifters: 
20 percent are professionals who ac- 
count for 80 percent of the merchan- 
dise stolen, and 80 percent are one- 
time offenders who account for 20 
percent of the losses. But the store 
owner has to watch for both. Although 
a lot depends on location, for example 
a small town shop vs a boutique in a 
shopping mall, the small retailer 
doesn’t generally get the professional 
shoplifter. The small retail shop is 
usually a small enclosed space with 
limited access — not an ideal situation 
for shoplifting. 


“‘The professional is usually in and 
out very quickly,’ continues Martin. 
“They know what they want, where it 
is, and how they are going to conceal 
the item and get it out. Once they 
have the item, they are gone. The 
amateur, on the other hand, is 
hesitant, nervous, and always looking 
around. Even after pocketing an item, 
the amateur may continue to walk 
around the store, trying not to look 
suspicious.” 


Some of these amateur shoplifters 
are kids doing it on a dare or “‘for 
kicks’? while others may be time- 
pressured businesspeople or average 
customers who are annoyed at bad ser- 
vice or long lineups. 

“Store layout is another strong 
deterrent. First, the store should be 
designed so there aren’t any major ob- 
structions such as high racks that a 
shoplifter can hide behind while 
trying to conceal something. Keep 
central racks and display areas at a low 
level so that you can scan the store 
from your vantage point.” 


This vantage point is extremely im- 
portant in a store with limited staff. 
“The location of your cash register 
and your wrap table must be in an area 
where you can watch everything that 
is going on,’ says Henry. “‘If it’s close 
to the door it will be harder for shop- 
lifters to walk out unnoticed. You also 
must enforce fitting-room controls. 
Make sure the customer comes out of 
the fitting-room with the same items 
that were taken in.” 


Even though most police forces 
don’t feel that retailers prosecute 
shoplifters often enough, you must be 
very cautious in accusing someone. 
You must catch the thief outside the 
store, and the person who witnessed 
the theft should be the one to make 
the arrest. If you attempt to apprehend 
shoplifters inside the store they can 
always claim that they intended to pay 
for the item or were about to put it 
back. If you spot someone concealing 
something, don’t take your eyes off 


a SS 
“Shrinkage will 
always occur, but 
you can reduce 
the opportunities” 


them; if the shoplifter removes all the 
identifying labels, it is very difficult to 
prove that the item (unless it is 
exclusive) originated in your store. 


Some professional shoplifters will 
even be brazen enough to bring the 
items back for a full cash refund, 
making your losses more serious than 
they were. 


Prosecute any professional shoplift- 
ers whom you catch, agree both 
Martin and Henry, but be careful of 
putting up threatening signs and not 
living up to the threats. 


“If you catch youngsters shop- 
lifting, who are probably doing it for 
kicks, then one technique is to rep- 
rimand them in your store in front of 
their parents.’’ A good scare will often 
deter them from doing it again, but 
you can also use the opportunity to ex- 
plain the impact of shoplifting on a 
store like yours. It is unlikely that a 
youngster stealing a tube of lipstick or 
a hockey puck understands the 
cumulative effect of shoplifting on the 
profitability of small retail businesses. 


Under 
Store Type 75% 
All Stores 23.8 
All Clothing Stores 25.0 
Family Clothing 0.0 
Men’s Wear 20.0 
Women’s Wear 45.5 
Dept. & Gen. Merch. 5.3 
Pharmacies 0.0 
Shoe Stores 47.4 
Supermarkets i 14.3 
Toy Stores 0.0 
Miscellaneous 30.8 


Shrinkage expressed as percentage of sales 


reprinted courtesy of 1982 Shrinkage Survey, Retail Council of Canada 


-75to 1.41to 2.0to Over 
1.40% 1.99% 2.99% 3.0% 


29> Gis = 2st hs) 


29) 2972-7 AOR 0.0 
33,3) 44.3 22.2 0.0 
60.0 20.0 0.0 0.0 


18.2 LEZ ese2 0.0 
26.3 31065 S16 533 
0.0 40.0 20.0 40.0 
36.8 10.5 a) 0.0 
S Tal 14.3 14.3 0.0 
71.4 14.3 0.0 14.3 
192 3:85 a 2nd Dp 


SHRINKAGE PERCENTAGES BY VARIOUS RETAIL STORE TYPES 


Most business owners attribute loss 
of merchandise to shoplifters, 
however, the clever and dishonest 
employee can be a huge liability to 
your firm. If you find cash irregulari- 
ties or a higher incidence of missing 
merchandise when a certain employee 
is working, then you should 
investigate. Employees have ample 
opportunities to smuggle portable 
merchandise or materials out of the 
store. A dishonest employee may not 
only be interested in merchandise but 
also in tools and supplies. 


Internal theft possibilities 


“One fundamental in reducing em- 
ployee theft is to let the staff know 
that you are aware of the opportunities 
that exist,’’ says Martin. ‘“You can’t 
eliminate all the opportunities, so it’s 
a good idea to let them know you’re 
not blind to the possibilities.” 


“The biggest and most expensive 
area of opportunity and availability is 
probably cash,”’ says Henry. “‘Taking 
money out of the ‘till’ is easy, but it’s 
also easy to catch when the daily bal- 
ance is prepared. Dishonest employ- 
ees are usually more devious.” 


“False returns are an area to look 
for,’ adds Martin. ‘“‘An employee can 
easily record a false merchandise 
return, then pocket the money that 
has been taken out of the cash to pay 
for merchandise that has presumably 
been put back into stock. This is why 
two people should be responsible for 
returns and other situations such as 
‘voids’ where an item was incorrectly 
registered. Clearing a ‘void’ should be 
done in front of the customer, other- 
wise a legitimate transaction could be 
falsely cancelled from the register 
tape. Check the number of times 
‘No-Sale’ has been punched up; if it is 
too frequent there may be a problem. 
Make sure every sale is recorded, 
insist that the cash drawer always be 
closed and, if possible, have one em- 
ployee responsible for the cash 
register.” 


““The cash should be balanced 
every day, and if a cash float is left for 
the next day it should be verified 
occasionally. Sometimes I would 
arrive in the store unexpectedly and 
ask for a cash balance in the middle of 
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the day,’ says Henry. “‘This keeps 
everyone on their toes. Also, in stores 
that offer employees discounts on 
merchandise it is important to ensure 
that they can’t record their own 
transactions. This should apply wheth- 
er the employee wants to make a 
purchase or simply make change. 
There’s no system which is flawless, 
but you can reduce the opportunities. 
The majority of employees are honest 
and hard working and if they suspect a 
fellow-employee is cheating the 
company, the news will get back to 
you somehow.” 


Shrinkage can very easily go unde- 
tected until an inventory count. 
Unless you are experiencing consis- 
tent cash shortages or you see a full 
rack of leather coats suddenly 
missing, you may never suspect that 
shrinkage may be a problem in your 
business. But can your business afford 
to give away 2 percent of its sales? 


Both Harry Martin, Co-ordinator in 
the North Vancouver CASE office, 
and Harley Henry, CASE Counsellor 
from Vancouver, are firm in their 
belief that small business owners 
must be aware of shrinkage. Identify- 
ing potential loss areas and taking 
action to detect shortages are the first 
steps in a successful shrinkage control 
program. 
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Small Business News, formerly 
a separate publication of FBDB 
Management Services, will now be 
aregular supplement in Profits. 


The objective of the ‘‘News”’ is 
to provide information and advice 
to small businesses across Canada. 
We value letters from our readers 
and we encourage your comments 
and suggestions which will assist us 


in continuing to meet your needs 
and expectations: 


The Editor 

Small Business News 

Federal Business Development Bank 
P.O. Box 6021, Station A 
Montreal, Que. 

H3C 3C3 


ISSN 0708-3041 
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